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KEY ECONOMIC INDICATORS 


Indian Fiscal Years - April/March 
1972/73 1973774 1974/75 % change 
A B Cc C/B 
INCOMES’ 
GNP at Current (Market) Prices ($ millions*) 59,560 74,150 91,200 +23. 
GNP at Constant (1969-70) Prices ($ millions*) 50,470 52,220 52,740 e 2. 
Per Capita GNP at Current Prices ($) 105 128 154 +20. 
Per Capita GNP at Constant (1969-70) Prices (S$) 89 90 89 - il. 
PRODUCTION , PRICES , EMPLOYMENT 
Industrial Production Index (1960=100) - 199.4 200.6 204.6 
CY 1972,73,74 Average 
Agricultural Production Index (1958/59 - 120.6 131. 130.0 
1960/61=100) Monthly Average 
Wholesale Price Index (1961/62=100) 207.0 ; 313.02/ 
Monthly Average b/ 
Consumer Price Index - Industrial Workers 207.0 ; 325.0- 
(1960=100) Monthly Average 
Domestic Savings Rate (Percent) 11.0 ‘ 10.0 
Job Seekers Registered with Employment 6.5 ‘ 8.4 
Exchange (Mil.) at End Calendar Years 


MONEY AND DEBT ($ millions*) 

Money Supply with Public 12,550 13,994 14,840 
Public Debt Outstanding 19,500 21,840 23,780 
External Debt 8,970 7,510 8,280 


FOREIGN EXCHANGE RESERVES AND TRADES’ 

Gold and Foreign Exchange Reserves 1,310 1,403 1,4109/ 
Balance of Trade +130 +568 -1,3008/ 
Total Indian Exports (FOB) 2,540 3,200 4,200°/ 
Total Indian Imports (CIF) 2,410 3,768 5,500°/ 
US Exports to India (FOB) CY 1972,73,74 325 527 760 
US Imports from India (FOB) CY 1972,73,74 414 437 561 


GNP data for 1972/73 and 1973/74 are revised estimates; and for 1974/75 
preliminary estimates. 

At end-March 1975, wholesale price index was an estimated 8 percent higher 
than at end-March 1974, and consumer price index was about 20 percent higher. 
1974/75 foreign exchange reserves and trade data are preliminary estimates; 
figures on trade with US are from Survey of Current Business, US Department 
of Commerce. 

Includes $620 million IMF credit. 

Estimated. 

At Rs.7.75=$1.00, the figure around which the rupee-dollar rate has fluctuated 
in recent months. 
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SUMMARY: The economic outlook is a little better in most 
of India. This spring's wheat crop is expected to be the 
second largest on record and should diminish the effect 

of last summer's poor monsoon. Total food production 

in 1974-75, however, may still be down slightly from last 
year's level of about 104 million tons. The official 
expectation of a 4.5 percent rate of overall economic growth 
this year is not unreasonable. 


Industrial production is showing a small rise from last year, 
despite continuing power shortages and a squeeze on 
commercial credit. The performance of coal, steel, and 
other heavy industry sectors has improved. Import policy 
remains stringent but has been slightlyrelaxed. Recent 
successes in offshore oil exploration have raised hopes of 
greatly reducing India's oil import requirements. 


The Indian government's anti-inflationary measures have 
started to achieve success, as inflation has fallen to an 
annual rate of about 8 percent, down from the 31 percent 
rate of last September. The rise in the money supply has 
been held to 8 percent. 


India's trade deficit in IFY 1974-75 amounted to a record 

of at least $1.3 billion, mainly because of large petroleum, 
foodgrain, and fertilizer imports. Commercially-financed 
U.S. exports to India were at a record level. India has 
renewed trade relations with Pakistan which have been 
suspended since 1965. Indian gold and foreign exchange 
reserves are estimated to stand at $1.4 billion. 


Prospects for U.S. exports to India are good in certain 
categories and there is an increased availability of 
foreign exchange for imports of machinery and spares. 
The joint venture application process has been simplified 
and licenses are being issued with less delay. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The Indian government forecasts economic growth of 4.5 percent 
this year following the virtual stagnation of the two previous years. 
Agricultural production should be up and industrial production is 
also showing better prospects. Power shortages are still a 

limiting factor as is the continuing credit squeeze. Anti-inflationary 
measures, such as the credit squeeze, have achieved a substantial 
degree of success. These hopeful trends in the Indian economy 
are not shared by parts of South India whichare suffering from the 
most severe drought in a century with resultant drastic electric 
power cuts and soaring food prices. Eastern India continues to 

be a problem area. 


Agriculture 


The agricultural sector is recovering from the adverse effect of 

last summer's poor monsoon. Snowfall in the Himalayas has been 
above average, promising increased water supplies, and winter 

rains were timely in Northern India. On the other hand, Tamil 

Nadu in South India has been badly hurt by the worst drought in a 
century. Interstate disputes over the use of the Cauvery and Godavari 
river waters in Southern India continue to hamper development of 
irrigation projects. 


Domestic production of fertilizer still has problems, which means 
substantial imports. Many large fertilizer manufacturing units 

are suffering a variety of supply and construction bottlenecks; and 
the industry operates at around 60 percent of capacity. Partly 
because of the doubled price of fertilizer, total fertilizer use in 
last year was down a little. 


This year's rabi (largely spring harvested) foodgrain crops may equal 
or slightly exceed the record 42.2 million metric tons produced in 
1972. Due to the poor monsoon in 1974 total food production in 

IFY 1974-75 is expected to be somewhat less than the 103.6 

million tons produced in 1973-74. Consequently foodgrain imports 
are expected to be large. The U.S. has recently concluded a PL-480 
Title I agreement to supply India with 800,000 tons of wheat by the 
end of June. 
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The Central government has set a target of 5.5 million tons of wheat 
to be procured from farmers with procurement price at last year's 
level as an anti-inflation measure. The fall in wheat prices because 
of the larger crop and the removal of the private wholesale trade 

from the procurement process has caused the government to feel 
confident that hoarding of food stocks will decrease. 


Production of sugar has increased, responding to higher prices and 
strong world demand. The value of sugar exports this year has been 
much higher than last year. Although cotton production has increased 
slightly, India will still import 200,000 bales of cotton from Pakistan 
this year. The Government of India is conducting talks with Bangladesh 
on regulating supplies and prices of raw jute. Tea production and 
exports have done well because of strong international demand and 
export earnings increased one-third last year. 


Industry 


Industrial production growth during last year was probably over 3 
percent, aS compared to the less than one percent growth a year 


earlier, and the progress should continue. The biggest single obstacle 
continues to be the power shortage although this has eased recently. 


The performance of heavy industry has improved in recent months. 
Coal production was a record level of 88 million tons last year, and 
the noticeable improvement in transportation and distribution of coal 
has helped improve production in a wide range of industries. Steel 
production has been raised 12 percent over last year's dismal level 
to 5.3 million tons. There is a surplus of some types of steel for 
export (largely because of bottlenecks in the Indian economy). The 
Indian railroad system is showing gradual improvement in operations, 
and freight traffic has risen to an all time level. 


While India expects to import this year something more than the 16-17 
million tons of petroleum and products it imported in 1974, successes 
in offshore petroleum exploration have raised hopes of greatly reducing 
India's oil import requirements in the future. Oil should begin to 

flow from Bombay High by the end of 1976, and the Indian government 
believes that this area will be producing up to 10 million tons of 
peiroleum a year by 1985. Offshore exploration is going well in the 
Bay of Bengal and drilling should start late this year. The Gujarat 
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coast should follow shortly after, and contracts are soon to be 
invited for the area off southeast India. 


The outlook for India's textile industry has been dimmed by world 
recessionary trends and its high prices. Problems have been 
compounded by rising labor costs, power shortages, and limitations 
on long-term capital needed for renovation of plant and equipment. 
Export of jute goods has declined largely because of a large drop in 
foreign demand, (especially for Indian jute carpet backing in the 
U.S. market) and a 48-day strike by jute workers in the first two 
months of 1975. 


The Government of India seems to be continuing its tendency toward 
slowly relaxing controls on the private sector, although much rhetoric 
still points the opposite way. This year's import policy will ease 
India's notoriously complicated import system to stimulate production 
in key sectors and encourage exports. The policy allows larger 
imports of raw materials and components and quicker delivery times. 
Several senior Indian government officials have indicated that the 
central government will ease restrictions on expansion in priority 
industries even by large private firms. 


Prices and Money 


The Government of India succeeded in substantially reducing the rate 
of inflation last year. The wholesale price index which rose 31 
percent between September 1973 and September 1974, has showna 
seasonal decline since then and the price index in the last week 

of March 1975 was only 7.7 percent higher than at the end of March 
1974. The money supply increased by 7.7 percent between March 
1974 and March 1975, compared with the previous year's expansion 
of 15 percent. 


Trade and Balance of Payments 


India's trade deficit in IFY 1974-75 amounted to a record of at least 
$1.3 billion but still less than had been feared. Indian imports 

from April 1974 through February 1975, mainly consisting of petroleum, 
foodgrain, and fertilizer rose 49 percent over the same months a year 
before to a record of over $5 billion. Indian exports increased by 

36 percent to almost $3.9 billion in the same period, with the biggest 
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increases registered in exports of cotton and jute textiles, sugar, 
and engineering goods. Depressed conditions in world markets 
and higher domestic prices of India's major export products may 
make it difficult for India to maintain its rapid rate of export in 
the current year, but import growth will probably also be much 
slower now that petroleum, fertilizer, and food prices have begun 
to stabilize or decline. India is expected to draw substantially 
on the oil facility to finance the inevitable large deficit. 


Indian attempts to expand its trade and economic relations with its 
oil rich near neighbors have had some success. Iran, Iraq and the 
United Arab Emirates have sold oil on somewhat concessional terms. 
Substantial Iranian capital will be invested in India for iron ore 
development. 


Trade imbalances and payments are clouding to some extent the 
bilateral rupee clearing system under which India and Eastern 
Europe conduct their trade. 


Indian gold and foreign exchange are estimated to be $1,410 million 
at the end of March, or about $800 million if, last year's credits 
from the IMF are deducted. India is seeking a second drawing of 

150 million SDRs on last year's oil facility. India expects to receive 
$1.5 billion in assistance from IDA and the Aid India Consortium in 
1974/75. This year the U.S. will be currently the largest bilateral 
donor of aid to India ($250 million), because of concessional food 
sales. 


IMPLICATIONS FOR THE UNITED STATFS 


The U.S. is India's leading supplier. Although selling to India is 
frequently not easy, prospects for US exports to India are good this 
year because of increased availability of free foreign exchange, 

and some relaxation of the Indian Government's import policy. While 
food, fuel and fertilizer imports will constitute the lion's share of 
the $5 - $6 billion FY 1976.import bill, more foreign exchange will 
be available this year for imports of machinery and spares for 
priority industries. 
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U.S. exports to India during CY 1974 reached $722 million, and 
the preponderant commercially-financed portion was a record. 
Agriculture items accounted for over 60 percent of the total. 

The U.S. share of India's import market was approximately 18 
percent in 1974. There is good market potential for American 
railroad equipment, mining, paper and ore processing machinery, 
petroleum exploration equipment, telecommunications, electronic 
components, process control instrumentation, chemicals, 
fertilizer and pesticides. 


Investment 


New investment into India is not large, but the U.S. is first in 
both number of ventures and value. Government policy guidelines 
on foreign investment have not changed significantly in the past 
year. Foreign equity participation in most ventures is limited to 
40 percent, except in cases where the industry involved is in 

the priority sector or more than 60 percent of production is 
exported. The Indian government is especially interested in 
attracting projects which propose to export 100 percent of 
production. The joint venture application process has been 
simplified and licenses are being issued with less delay. 


Some of the most promising sectors for investment include offshore 
oil exploration and development, coal gasification and liquification, 
electronic components, chemicals, automotive parts, processing 
and beneficiation of mineral ores, and industrial instrumentation. 
Foreign participation in oil exploration does not extend to 
production sharing until India becomes self sufficient in oil. The 
two American groups which have recently signed contracts here 

will explore at their own risk and must sell their output to India 

at world market prices. 
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